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There are two research approaches towards studying the question of how ecological and social impacts become relevant to business success. Drawing on industrial organization economics, one stream of scholars uses the structure-conduct-performance (SCP) paradigm to explain how firms can use environmental innovations to generate business opportunities. Dyllick, for example, argues that competitive advantages from environmental strategies are contingent on ecological transformation of market structures. Only if transformation mechanisms such as market prices, policymaking, and public concern change the competitive field will ecological strategies be successful. The "logic of ecological transformation" suggests under which market structures environmental strategies should focus on risk management, cost reduction, or innovation. Among other things it has been used to investigate under which conditions ecological and social innovations can move from market niches into mass markets. Studies include a review of the green energy, the organic food market, and ecological. From these findings a theory of ecological mass markets has emerged, which draws widely on the SCP paradigm.
A second line of scholars has used the resource-conduct-paradigm to study when and why ecological strategies offer competitive. They argue that a firm's capacity to manage sustainability challenges is a valuable resource in itself. At the same time this approach suggests that a successful sustainability strategy requires the presence of complementary resources in order to be successful. Several authors have applied resource-based perspectives to sustainable innovations. Some have, for example, studied the interplay of knowledge management and environmental competencies in product development. Meyer uses a resource perspective to analyze how ecological textiles could find a way out of their current niche markets.
Although they might seem to be opposing alternatives, both paradigms are actually complementary. Applied to the case of sustainability innovations, the first focuses on changes in the competitive market environment over time and the impact this has on the performance of such innovations. The latter looks inside a firm at the competencies required to make ecological and social innovation a success.
Bringing together the RBV with innovation theory, one can see that one aspect particularly stands out. Competence-destroying innovation can reduce the value of resources very quickly. This is particularly true in highly dynamic markets. In some cases a changing environment can turn formerly valuable capabilities into organizational rigidities and liabilities although the underlying resource has not changed. Firms are thus permanently held to "leverage" their resources by managing and improving their resource base if they want to maintain a competitive advantage. Abilities that allow firms to do so successfully are usually referred to as dynamic capabilities.
Dynamic capabilities are the firm's processes that use resources – specifically the processes to integrate, reconfigure, gain and release resources – to match and even create market change. Dynamic capabilities thus are the organizational and strategic routines by which firms achieve new resource configurations as markets emerge, collide, split, evolve, and die. 
The application of dynamic capabilities in organizational life is infrequent. In stable environments resource combinations may very well remain constant over long periods.
However, when change occurs, then the reconfiguration of assets stock becomes consequential to an organization’s ability to maintain their competitive advantage. Dynamic capabilities are particularly relevant in environments subject to frequent radical change. Such organizational settings are characterized by periodic fundamental alterations in the way competitive advantage is generated and maintained.
The dynamic capability literature is valuable because it opens up the question of how resources and core competencies are developed and maintained. Zollo and Winter extend this logic by asking in turn where dynamic capabilities come from, and identifying the organizational learning cycle (variation, selection, replication, and retention) as its source. It will suffice to note that by destroying the value of existing competences innovation requires firms to either generate new resources and competences or rejuvenate them. The organizational and strategic routines (i.e. "dynamic capabilities") can help firms to do so.
Sustainable competitive advantages (i.e. such as differentiation or cost advantages) are derived from a firm's core competencies, which are made up of valuable assets (intangible and tangible resources). Through its dynamic capabilities a firm accumulates, maintains, and recombines valuable assets so as to permanently renew a firm’s core capabilities. The generation of dynamic capabilities relies on a firm's organizational learning processes. An organization's ability to learn (or its inability to do so) is in turn impacted by its organizational rigidities, which stem from current competencies, assets, and capabilities.


